STATE OF WASHINGTON

QST

RICHARD G. (DICK) MARQUARDT

STATE INSURANCE COMMISSIONER y OLYMPIA OFFICE:

INSURANCE BUILDING
P.O. BOX 40255
.OLYMPIA, WA 98504-0255
Phone: (206) 753-7300

DAVID H RODGERS
CHIEF DEPUTY

OFFICE OF
INSURANCE COMMISSIONER
BULLETIN

NO. 92 - 4 October 23, 1992
Subject: Astnmop.mesmmus IMPORTANT TO AGENTS AND EROKERS

Periodically, we issue bulletins updating information about the hasic
laws and rules that insurers, agents, and brokers must abserve. Our last
bulletin on this subject was issued in January, 1990. Thousands of new
agents have been licensed since then. This should be helpful to them,
ard serve as a refresher course for lang-time licensees. :

General Rilles

1. Licensees can not act as or hold themselves out to be hrokers
ml&licersedassm,mrcantheyreprsart,ani:stmancecmpany
without being appointed by the company as its agent. (RoW 48.17.010,
48.17.060 and WAC 284-48-020.)

2. Only licensed brokers can undertake to represent insureds in
seeking insurers for particular lines of inswrance in this state. any
document executed by an insured. that purports to appoint someone other
than a licensed Ieoker as a broker of record is invalid. ‘Referring to
such a person as an "agent of record” or "producer of record” or other
title amwes nothing. The only operative fact is the role played by
persons in the inswrance transaction. If they poport to act as
representatives of the insured in negotiation of insurance with any
ir&nermidx,hasmtappointedﬂm,ﬂ)eyamactjn;ashrdcers,arﬂ
mst be licensed as such. (We do not abject to an internal company
practice of referring.to its agent as an "agent of record,” as to a given
account, nor to it honoring an insured’s request for a change of agent.)

3. BExcept as noted in paragraph 5, below, (with respect to life and
healﬂmixs.marne)axﬂinparagm;hs(withrespecttop:wertyam
casualty insurance), anly a licensed broker may take applications for
'irszmaroemﬂcouectmimsttmfcr,wiﬁnxtbei:gamointedbgﬂxe
insurer. The most agents can do with respect to insurers that have not
appointed them as their agents is to refer a pruspective insured either .
to an appoimted agent or to a kroker, and then share the comission with
that appointed agent or broker, as permitted by ROW 48.17.490, if the
agent or broker wishes to enter into a commission—sharing arrangement.

Nonappointed agents cannot take an operative part in the insurance
transaction, canmt solicit the insurance, canmot quote rates,
camntta}aeapplicatiazs,ca:mtcallectpemims,canmtinanyway
give the public reason to believe they have authority to represent
the company far which they are nmot appointed.

Agents do not validate their conduct with respect to an insurer that has
rntappointedﬂ'enitsaqmtsbyfaraamingagplicmtia’sardpzmimsto
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a properly appointed agent. Further appointed agents, genera] agents
and insurers may not participate in suc’m illegal practices.

4. Insurers, mpart'_\.czlar mist chserve these basic l:.censmg
requirenments. 'memctmeofanmmﬁsmgtoaspomtamas
its agent until that person submits some minimm mumber of applications
to the insurer is prohibited. Emeptaspermttedwlthxe;pecttoa
"re)ected life or disability risk, as discussed in paragraph 5, or with
respect to mrstarﬂardorspacmltymsummeplaoedthm;ghaml
agent,,_asdJscuss&mparmphs,anmmytzansactumne
through and accept applications fram only its own appointed agents.

‘msure@arﬂappllcantsfcri:szmnearemtitledtodealmththe

5. ilhllellfeanddlsabllitylmmeagentsmxstheappomtedby
ea&usmxrermldltheymldthaselvsmttoheauthcnzedto
, in the case of a "rejected” life or disability risk, with the

represent
lcmledgearxioasaxtofthemjectmgmsxm,anagattmyplaceany

“portion of the rejected risk with another authorized insurer without

being appointed by such other insurer. = In such case, pursuant to ROW
48.17.230, "Azyagentsoplacmgrejectedhmumsbecmestlnagentfar
thecxparyzss.urgﬂninamnewithmspectwtlnthsmpstas

: .sztmdappouztedsucbpemanasztsagent

6. SmceJam.:axy 1, 1992, mC284-12-090haspecm.1ttedanirsurer
to ampower its hcasedGaxeralAgenttoacwpta;phmasfar
n'snma:nefrmagaxtswtnarerotappomtedbjtheusurer,h:tvtnam
licensed for the kind of - insurance involved.: The insurance must be

placed in a nonstandard ar specialty market, which is.defined as a market
forotberﬂmnllfeordzsablhtyummemidlp:mdscwemgefor

risks which are not ordinarily insured by @ majority of insurers
authorized to write such risks and which are of a type that an agent will
have such infrequent demands to abtain the ,,thataregular
appam@ttofthea@t‘boregr&seﬂtﬁemmmtjustmied »

Befmea:ceptux;anapphmﬁmfranarunmintﬁ'&gmt the General
Agmtmstfmshtheagmtmﬁxmittmustnnthssettngfqrththe
agent’s = authorit ‘emphasizing. the limited nature - . thereof,  “and
wfx@lys&uqﬁntﬁwagat@mmmwmmumm
risk on behalf of the insurer. ‘The instructions must set forth the
pmoc@mtohefollmed,arﬂxdmtlfythemsbandardorspecmw\
msnmsastomidltbeagmtmytakea;plmauq-s,theapphmm
forms and material to be used to write the business, which may include -
underwriting criteria and rates. ﬂeust:vcta.cnsnstbesxgnedbytm
General Agent and the nonappointed agent, arﬂeadxnustkeqaawpy
avallabletoﬁ;ecmm.smnerupmrequst _

'merulecmezsthermttamceoffmﬂs rece.lpts, appllcxt:i
mz.rst:cutr!:amzsnd:scl!:l.l.lma.-rofb.l.nd.u'tgalut:hcx:'m.ty),:m:io‘t:her1:'e£1-;.]:$mch

that must be foliowed.
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The nonappointed agerit’s activity is limited to the procurement of the
inszrancebythesuhnissimofﬂmeapplicntimtntheGeneralAgent
However, the General Agent may file notice with the cammissioner that the
n,,na.moj_m;egagem;isg::mrrt:ecl::z':'1.1'.1111'.1:e'=1daappo.z’nt:zz=.>.nt:,'*'ancithatv.\z'i].l
permit_theagauttoactm‘belalfoftheinsure:withrspectto
.servj_cn‘g.tl’e inswrance placed through the General agent, including
dealing with the insured relative to futire transactions, such as policy
changes, premium payments, renewing the policy, ar reporting claims. The
limited appointment is dependent upon the agent contimuing to be licensed
andisotbendseomtjmnxstmtiltheinstmer,ganralagerrtqr
nonappointed agent notify the cammissioner it is terminated. .

If the nonappointed agent is not given autharity to “service” the
a;pl;mblems&mnfa,ﬂlemsxermﬁceeralwertn:stkeﬁpirsmeds

extent that the services of the agent are utilized in the transaction of
mms,ﬂxemmmllbedeanedtohaverecavadany
premwspal.d.hythean.almantorirmedtothe nonappointed agent, but
reuznpremmsm'clmmpaymentsdellveredbymenmar@neml
insured or claimant until the payments are actually received

usm-adcrc]mmnt Its!mldalsobemtedﬂxatan-irszm?srt}of

fees, charges, premiums ar other consideration charged for the insurance
~or its procurement. (ROW 48.18.170 and 48.18.180.)

8. Anaga'xtlsalsoprdubltedfrandmgumgfargeneraladnce
about a client’s inswrance program or for extra insurance-related

9. Even a broker may not charge a fee if, "as to a particular
trarsactlm,'thettd(erlsalsolioa’sedasanagentardisactingasﬁle
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bmkertoacoeptarﬁplacesmpllsllnemsmssfcrmlmneagent
or bxoker licensed in this state far the kind of insurance involved, and
mycaxpensat:esmxhagentmbrolmﬁnrefcr. Qurently, a variety of
bcrﬁsa:ebeungofferedfrmwtofstatetoagmtsfcrthe:rqsms
. The bonds look “official," are priced right, but are warthless.
'Proamn;mefaracllentpxtsagentsamn:dca:s licenses in
jeopardy, subjecist!mhofwarﬂpo&smlytommugumm
replaceﬂmebuﬂsatumreq:ase The message is: Use a surplus line
m-dmrtommfzmanumﬂnnzedm

i3. Aga!tsmﬂhrd(ezsatnsohcltmnm“dualmtmsstateto
wmlmmmme,mgm%mmdedmtm
~agxwpumarnepohcydehveredmtofstatetoanassoc1at1mor
" arganization as policyholder, must camply with WAC 284-30-610 and give
" the required disclosure statement to the applicant, if obtaining such

'Vcoveragem:om-xtumngltlsdepadmt thecovemdu:dlndualbamg
amaﬂ:eroformmyafflliatedmmsax:hasocmumor

argamzatlon.

R " Pecple employed to work in an agent’s ‘ar broker’s office,

'-devotmgfulltmetoclmcalvmk wxﬂllrm.dentaltak.mgoflmne
applications and receiving premiums in that office, need not be licensed,
p:mdadtha:.r __‘_‘wzptralatedtotbevalumofazch
agplications, mms,arp'emms (R’.ﬂ 48.17.030.)" . .

SRR 1T mermnatlmofanuﬂ@aﬁettpmpartya:dasualtymme
agmt’samtmctbymuszmiswb)ecttom#4817591 (which was
previcusly codified as ROW 48.18.285). Bas:Lmllyﬂuestautterequm
thatthe:.rsmglveﬁmeagextatleastnOdays advance written notice
ofmsmtmttotmma:te,dmu'qdndlmtmemodthemwn
mtmﬂﬁnmtmﬂnmmagam'swsmt»ml&thew
contract provides otherwise, . dunngthelZOdaymta.cepermdme
nd@eﬂmtagaztshallrbtwntearbuﬂanyna)msmmbehalfof
ﬂetmmﬂmmmﬁnrtspecﬁlcwnttmml " However
mrtumeadjtstuﬂrtstynmampermltted Further, the terminating
mmstpemltmlofallnspohmesmﬂmeagertshodcof
business far a periocd of one year following the effective date of the
termmtlm,toﬂzeextsxtﬁxepohclesmaetﬂ\em'smﬁemntmg
standards and 'the insurer has no other reason far nonrenewal. The rate
oxmissmﬁmﬁﬁersaulsshallta“esmasth:agmtmqmw

vreceivadhadﬂaeagawagzaamtmtmmm:nted

Frmﬂwstmﬂpontofﬁxensned,mmauﬂnnzedtodahsimss
mthlsstatemycamelarreﬁzsetorenaeanypollcythatlssub]ectto
thestamtesuplybeafnsettntm'smtmctmththe
agatﬁm@ﬁmaﬂxpohcymmttmhasbamtm;mtedbythe
mszm,theagem: arbymb&alagremrt ‘

Wehopet:tusreuavofhasxcrequuensrtsmofasslstanceandmll
result in a better understanding of licensees’ rights and obllgatmns




